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The National Assembly voted March 15 in favor of a bill privatizing state pension funds (Ley
del Sistema de Ahorros para Pensiones). The funds are currently administered by the Instituto
Nicaraguense de Seguridad Social (INSS). The controversial vote was held amid organized
demonstrations inside and around the National Assembly building. Despite criticism of the bill
from the opposition Frente Sandinista de Liberacion Nacional (FSLN), many observers regarded
Sandinista opposition as more theatrical than real.
The bill would force younger workers to transfer their retirement contributions to individual
retirement accounts managed by newly created fund managers (Administradoras Privadas de
Fondos de Pensiones, AFPs). Older workers would remain with the present system until retirement.
INSS executive president Martin Aguado said the mixed-capital system would improve benefits,
which are currently "miserable."
The new system would create a long-term savings market that could finance infrastructural,
industrial, and agricultural development, said Aguado. INSS officials say the current pension system
is underfunded because of insufficient contributions. The disability, retirement, and death-benefits
programs which are to be privatized are now being subsidized by other INSS programs that provide
maternity and workers-compensation benefits.
Support for privatization was largely based on an INSS report indicating that the pension fund
would run dry by 2005. However, labor leaders deny there is a deficit and insist that Aguado has
exaggerated the problem to convince Nicaraguans of the need to privatize. The International
Monetary Fund (IMF) encouraged adopting the privatized system and asked the administration to
explain its advantages to unions.
In February, IMF representative in Nicaragua Joaquin Harnack held a meeting with the Central
Sandinista de Trabajadores (CST) to stimulate dialogue on the impending legislation. He said labor
should be involved in the decision. The IMF "believes privatization of pensions is good for workers
because they can see their pension accounts, something the present system does not offer," Harnack
said.
But CST secretary general Roberto Gonzalez said he told the IMF representative that his union
rejected privatization, and he reassured union members that he did not negotiate with the IMF.
Gonzalez said the IMF agreed with the CST position that no privatization should take place without
taking labor views into account. He called for a national referendum on the issue and negotiations
among government, employers, and labor.
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Nevertheless, opponents of the pension plan say the administration never really considered labor's
opinion on the issue and that privatization was being imposed by the administration.

Vote held after violent clash with police in Assembly
Anti-riot police dispersed union protestors at the Assembly on two successive days. On March 14,
Assembly debate on the bill was aborted after a violent clash took place inside the chamber between
police and demonstrators. Press reports said several people were beaten including a journalist, and
at least five union members were arrested.
The following day, one person was reported injured and at least two were arrested as protests
resumed outside the Assembly building. Inside, FSLN deputies mounted their own protest raising
banners with slogans denouncing the bill, then retired from the chamber while the governing
Partido Liberal Constitucionalista (PLC) deputies and their allies from smaller parties remained
in session to vote on the bill. Gustavo Porras, secretary general of the Sandinista union Frente
Nacional de los Trabajadores (FNT), said the legislators "want to approve this law on the backs of
the workers."
The demonstrators were not trying to take over the Assembly, Porras said. "We are exercising our
rights against these spongers we support with our taxes, and we are here to see how they are going
to vote on this robbery," he said. Deputies defending the bill said it was based on the model adopted
in Chile and other countries and would ensure greater pension benefits to retired workers since the
pension funds would be invested directly by the private sector resulting in larger benefit payments.
But Sandinista deputies said the law would only benefit members of the governing elites while
"stealing the contributions of the insured." Opponents also objected to articles in the bill making
its provisions retroactive and allowing increases in worker contributions by administrative fiat.
Both proposals are unconstitutional, they said. Sandinista Deputy Monica Baltodano noted
that the Somoza dictatorship imposed the current system in 1957. "That system...is much more
humane...than the system that the supposed democracy is now going to approve by a simple
majority of the parliament," Baltodano said. "This privatization is nothing more that a great business
deal for the leaders in power and, in particular, for the governing family."
Sandinistas have said pension investments would enrich President Arnoldo Aleman and his
relatives, who have wide- ranging business interests. Parties are accused of putting on a legislative
show Despite the harsh attacks against the bill by Baltodano and other Sandinistas, the bill could not
have been approved without Sandinista help. Privatization of INSS pensions was part of an FSLNPLC pact, say Baltodano and other FSLN "antipactistas" who are opposed to dealmaking with the
governing party (see NotiCen, 1999-05-27).
The March 15 vote was 45 deputies in favor, seven against, one abstention, and 28 not voting. The
FSLN delegation walked out of the chamber before the vote, accounting for 24 of the 28 nonvoting
deputies. But three Sandinistas remained to cast a "no" vote. Their votes produced a bare quorum,
which permitted the PLC and its allies to approve the bill. In this way, say analysts, the FSLN was
able to maintain the appearance of support for the unions while allowing the legislation to pass. The
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daily El Nuevo Diario reported that some Liberals told the press that the Sandinista walkout was
part of a show scripted by the FSLN-PLC pact.
In his remarks during the debate, PLC dissident Eliseo Nunez congratulated FSLN leader Daniel
Ortega and Aleman for "the show your deputies are putting on today." Calling the debate a "circus,"
he said the event was agreed upon beforehand in the pact. Once enacted into law, the pension plan
will cover about 15% of the economically active population (EAP).

Critics says privatization will fail
An academic critic of the bill, Humberto Lopez, president of the Fundacion Universidad
Nicaraguense de la Tercera Edad, predicted disaster for privatized pensions. He said that, during
a visit to Chile, he learned that the privatized pension system there, inaugurated during the
dictatorship of Gen. Augusto Pinochet (1973-1990), is not producing enough revenue to keep it
going after 2007. He also criticized the bill's failure to improve benefits to retirees while raising the
retirement age to a point few Nicaraguans reach. The life expectancy of Nicaraguans is 60 years,
while the retirement age is 65.
Furthermore, he said, because of widespread unemployment, many workers could not expect to find
jobs early enough in life to complete the 25 years necessary to qualify for benefits. Given the aging
of the population, which will produce a 229% increase in retirees within the next 25 years, Lopez said
the financial condition of privatized funds would eventually impoverish beneficiaries. [Sources: La
Prensa (Nicaragua), 09/26/98, 10/30/98; Notimex, 03/15/00; El Nuevo Diario (Nicaragua), 02/19/00,
03/10/00, 03/15/00, 03/16/00, 03/18/00]
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